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This paper will investigate the relationship between Government Business Support Services (GBSS) 
and the performance of Malaysian Small and Medium Enterprises (SMEs) particularly in Northern 
States of Peninsular Malaysia. Various government initiatives and assistance have been introduced 
over the years in recognition of the importance of SMEs to the country’s economy, all aimed at 
developing SMEs and improving SME performance. A random sampling technique was used on 150 
usable questionnaires from SMEs firms and data was analysed by using SPSS 19.0. Statistically, the 
results confirmed that GBSS positively related to SMEs Performance which contributes to the existing 
knowledge especially in Malaysia. Finally, this study provides new knowledge and important insights 
for Malaysia government agency such as SME Corporation to further scrutinize at the existing 
programmes, guidelines and enforce new policies toward continuously improving performance of 
Malaysian SMEs. 
 




This research mainly focuses on the relationship between Government Business Support Services 
(GBSS) and Small and Medium Enterprises (SMEs) performance. Specifically, to determine whether 
is there any relationship between non-financial support provided by GBSS and SMEs performance. 
As we all know that the contributions of SMEs to the national economy growth are acknowledged 
(Tahir et al., 2011) all over the world and play a vital role. SMEs are found in every sector of the 
economy (Tassanabanjong et al., 2009) as the main engines on contemporary economy, which bring 
along development and growth (Grilo and Thurik, 2006). The development of SMEs sector is widely 
seen as a key element of a nation’s economy (Man, 2009) and also potent source of national, regional 
and local economic growth (Taylor and Murphy, 2004; Ramdani, B. et al., 2009).  In addition, SMEs 
have always retained prime position on the government’s financial radar screen by virtue of their 
sizeable contribution to the nation’s gross domestic product (GDP)(SME Corp., 2011), providing job 
 





opportunities that their employment of over half the population’s workforce and act as supplier of 
goods and services to large organizations (Singh, R. K. et al., 2008). 
 
In fact, currently, there were 645,136 SMEs operating in Malaysia which represent 97.30% of total 
business community (SME Corp., 2011a). There are some of 90.49% of SMEs are dealing with 
services (580,356 SMEs), 5.90% with manufacturing (37,861 SMEs), 3.00% with construction 
(19,283 SMEs), 0.59% with agriculture (3,775 SMEs) and only 0.02% with mining and quarrying (57 
SMEs) (Dept. of Statistics, Malaysia, 2011). Furthermore, SMEs are divided into micro-enterprise 
(77.00% or 496,458 SMEs), small enterprise (20.00% or 128,787 SMEs) and medium enterprise 
(3.00% or 19,891 SMEs).  
 
Table 1 SME Statistic worldwide – establishment, employment and GDP 
Country % of establishment % of employment % of GDP 
Malaysia 99.2 56.4 32.0 
Japan 99.7 71.0 55.3 
Taiwan 98.0 76.9 40.0 
Thailand 99.6 69.0 38.9 
Singapore 90.0 45.0 25.0 
Germany 99.7 79.0 49.0 
Indonesia 99.7 99.6 57.0 
China 99.0 75.0 56.0 
Philippines 99.6 70.0 32.0 
Source: Adapted from Rosman and Rosli (2012) 
 
SMEs are playing a significant role in the country’s economic development, particularly in the 
manufacturing sectors (Ramayah and Koay, 2002; Alam, S. S., 2009) in various countries (Refer to 
Table 1). By 2011, SMEs remained resilient to record a relatively strong GDP growth of 6.8%, 
underpinned by domestic demand and supportive policies by the Government (SME Corp., 201a). For 
example, in manufacturing sector, SMEs acts as specialist suppliers of components, parts, and sub-
assemblies to large companies could achieve in-house (Singh, R. K. et al, 2008). 
 
For the betterment of Malaysian SMEs, the Malaysian Government has launched several initiatives as 
well as providing continuous assistance to facilitate and promote expansion of the SMEs (SME Corp. 
2011a). These initiatives and assistance aimed to create the institutional and systematic conditions to 
support upgrading of firm level capabilities, diversification and creation of new firms (Yusoff and 
Yaacob, 2010) that eventually become a major player in the world arena. This is a sign on how could 
Malaysian SMEs develop their maturity and competitive advantage in their own field, thus, as 
benchmark themselves with the best in industry. Consequently, a total some of RM500 million was 
allocated specifically for the year 2012 to be fully utilized by Malaysian SMEs in order to 
commercialize their research products through scheme known as “Commercialization Innovation 
Fund” (The Star Online, 2011). However, up to this recent year, the usage of the business assistance 
services provided by the government and its agency is considered poor especially among micro-sized 
SMEs (Yusoff, 2011). One reason is that SMEs unaware of the existence of such services (Yusoff, 
2011; Hashim, 2007).  However, only 10% of the respondents were aware about the services provided 
by the government and its agency especially on credit guarantee scheme (Hashim et al., 2007). In 
addition, the failure to disseminate the information about the government support services is one of 
the contributing factors (Yusoff and Yaacob, 2010). 
 
The problems among others as reported by Salleh and Ndubisi (2006) are as follow: (1) lack of 
coordination among services providers, (2) low usage rate of the government business support 
services, (3) low level of awareness on the government business support services and (4) bureaucracy 
on the government agencies. Lack of funds, branding attention, trading facilities, and insufficient 
 





funds are among other issues that always been highlighted by the needy SMEs for their firms 
development (Saud, 2005) 
 
LITERATURE REVIEW: SMEs AND CONCEPTS 
Previously in Malaysia, there were no standard definitions given for Small and Medium Enterprises 
(SMEs).  However, there are various agencies and banking institutions giving their own definition of 
SMEs based on their own standards and purposes (although there is a significant degree of overlap in 
criteria). For the purpose of this paper, SMEs were defined as an establishment of firm which having 
full-time employees not exceeding 150 for manufacturing and manufacturing-related services and 
with sales turnover of not more than RM25 million (SME Corp, 2011a and Table 2). In international 
business, researchers and practitioners define SMEs based on the socio-economic development of 
each country. Occasionally, SMEs are defined based on the number of employees, revenue, 
organizational assets and industry, just to mention a few. For example, in Taiwan, SMEs is known if 
firm’s operations with 650 employees or less (Chelliah et al., 2010a and 2001b; Lin and Chaney, 
2007). Also refer Table 3 for other countries. 
 
Performance is a critical factor for the effective management (Salaheldin, 2009) to which an operation 
fulfils the performance and meet the customers’ requirements and needs (Slack et al., 2001). In this 
paper, perceptions of SME’s owner or manager were based on the subjective performance of SMEs 
Performance was assessed in through two dimensions; namely, the non-financial method and profit 
efficiency using the stochastic efficiency frontier model (John, 2009). With the non-financial method, 
it was clear that the entrepreneurs achieved most of the objectives that were identified.  Furthermore, 
John (2009) suggested that non-financial performance can be further categorized into investments in 
R&D aimed at new innovations, capacity to develop a unique competitive profile, new 
product/service development, market development, and market orientation. Some key questions asked 
regarding the non-financial aspects to the respondents are in terms of their profitability, return on 
assets, labour productivity, level of customer satisfaction, and level of customer loyalty. 
 
The government business support services (GBSS) is a business advisory that provides one or more 
skills and knowledge in related field to business operation (Schaper and Vollery, 2004). GBSS have 
worked closely along the government policies and experienced a number of transformations to suit the 
current needs of the SMEs and business environments (Yusoff and Yaacob, 2010). In this paper, 
GBSS refer to only non-financial support aspects provided by the government and its agency that 
might affect directly or indirectly SMEs performance. Although business support services have 
become conventional wisdom in many countries across the globe, the precise definition of such 
services differs considerably amongst countries throughout the world (Harper, 2005). Thus, Mole 
(2002) conceptualized business support services as an approach for the government to assist, to 
improve, to promote, and to provide training to SMEs. Meanwhile, Harper (2005) defines business 
support services as support services bought and used by the business, excluding finance. On the other 
hand, Yusoff and Yaacob (2010) argue that business support program is a positive impact on the 










Table 2 Definition of SMEs in Malaysia 
 




and agro based 
industries 
Sales turnover of 
less than RM 250, 
000 or fewer than 
five full time 
employees 
Sales turnover between 
RM 250, 000 and RM 
10 million or between 
five and 50 full time 
employees 
Sales turnover between 
RM 10 million and RM 
25 million or between 51 
and 150 fulltime 
employees 





Sales turnover of 
less than RM 200, 
000 or fewer than 
five full time 
employees 
Sales turnover between 
RM 200, 000 and RM 
1 million or between 
five and 19 full time 
employees 
Sales turnover between 
RM 1 million and RM 5 
million or between 20 
and 50 fulltime 
employees 
Source: SME Corporation (2011a and 2001b) 
 
 








Australia < 200   
Brunei < 100   
Canada < 500  < CDN$20 
Chile < 200  < US$1.5 
China < 500   
Hong Kong < 100   
Indonesia  < US$1 < US$5 
Italy < 500   
Mexico < 250   
New Zealand < 50   
Norway < 100   
Philippines < 200 < Peso60  
Singapore < 200 < S$15  
Thailand < 200 < Baht 100  
USA < 500  < US$1,000 
Vietnam < 200 < D1 billion  
UK < 200 (varies by sector)   
South Korea 
< 300 (varies by sector) < Won 500 (varies by sector)  
Source: APEC, 1998; Abdullah et al (2002); and Saud, Mohammad Basir (2005) 
 
Non-financial supports come in various forms of advisory, technical, marketing, management, 
networking, distribution and research and development (Harper, 2005). In addition, Mathibe (2010) 
concluded that non-financial support could be in form of consultancies (Mole, 2002), quality marks 
(Bennett et al., 2000; 2001), business mentoring (Heilman and Chen, 2003; Davidson and Burke, 
2004), incubator (Harper, 2005) or business advisor (Berry et al., 2006). Among others, the questions 
 





asked are for example; based on the assistance provides, do the government is doing enough to help 
entrepreneurial business in Malaysia, there any follow up after received any assistance, and the 
technology received meet company needs and requirements.  
 
RESEARCH METHODOLOGY 
Basically, this research focused to the SMEs on Northern Region of Peninsular Malaysia whom 
received non-financial assistance from the government and its agencies that managed by SME 
Corporation Malaysia. Specifically, this study comprised of 150 out of total 2,335 manufacturing 
SMEs as listed in SME Corp. Malaysia database (website, as of 25 January 2013). Initially, the 
questionnaire are posted through email to the firm’s top management but failed to get response within 
stipulated time given. Finally, researcher took initiative to distribute questionnaires randomly (self-
administered) to the respectively respondents after mailed stamp self-addressed envelope with 
questionnaire also failed. Finally, a sample of usable 150 completed returned questionnaires have 
been used in analysing the data using the Statistical Package for Social Science (SPSS) version 19. 
 
FINDINGS 
This research revealed that most Malaysian SMEs are actually received non-financial support more 
compared to financial support. Moreover, SMEs are actually looking for something that may 
maximize the ability to build their company capability. The owner or manager perceptions still 
believe that financial supports are the most important assistant needed. However, they believe that 
government should provide more non-financial assistance to strengthen their company performance 
such as by providing more effective consultancy services (seminar), training, mentoring programs, 
business matching, and follow-up assistance after giving out services. In addition, they still believe 
that there are too many terms and conditions being applied when approach for loan/grants with much 
hassle when dealing the respectively officers (not friendly enough). 
 
The finding shows that sharing knowledge can increase production within the company, the 
technology received might appropriate with the company needs and the quality of a mentorship 
program might help their company to be more sustainability competitive advantages in the era of 
globalization. In addition, research reveals that assistance received could increase their customer 
loyalty, level of customer satisfaction and eventually increase their staff’s productivity. 
 









Pearson Correlation 1   
Sig. (1-tailed)    





 1  
Sig. (1-tailed) .000   








Sig. (1-tailed) .020 .000  
N 150 150 150 
**. Correlation is significant at the 0.01 level (1-tailed) 
*. Correlation is significant at the 0.05 level (1-tailed) 
 






Table 4 shows that the value of r between non-financial support and SMEs performance is 0.454 
(positive relationship) with correlation coefficient equal to 1 and significant at 0.000.  Among those 
who have received non-financial assistance, researcher notices that respondent actually benefited once 
received this kind of assistance. It helps SMEs to go directly or indirectly more better performing with 
predicted benefits using different approaches that suitable with their current company’s environment. 
That mean, increases or decreases in non-financial support (assistance) through the government or 
government agencies do significantly relate to increases or decreases in overall SMEs performance.   
 
DISCUSSION 
The question is whether funding alone without additional knowledge to manage the money could be 
an effective way to formulate commitment and performance of Malaysian manufacturing SMEs? 
Basically, it is true to say that financial assistance is not critical for the early stage of SMEs 
establishment? Most SMEs in this stage have begun to build their operations using their own fund. 
SMEs may have some customers, but still not yet widely selling their product in the marketplace. 
After survived for at least five years in operations, then, it is the time that capital is needed 
simultaneously with non-financial assistance. Since customer and sales are increasing and revenues 
are strong, the assistance by the government needed to finance continued research and development, 
purchase or lease machinery and equipment or even fund working capital. Therefore, it is appropriate 
to facilitate assistance should take place based on the age of the company rather than providing for 
any types of the assistance for anyone who is still anonymous in business? 
 
Business risks can happen to anyone, anytime. It is important for SMEs to receive this kind of 
assistant in order helps them to deal with frustration, receiving constructive criticism or better 
equipped with actions that suit the current trend. In addition, the government could also help them 
especially on a new marketing concept such as market analysis, market segmentation as well as 
understanding on consumer buying behaviour for superior customer value. 
 
It is a waste when producing a good program but there is no follow-up. Practically, follow-up will 
allow the government to better be able to predict the assistance-flow and providing feedback for 
longer goals in future. Follow-up helps to remove obstacles, letting the priorities and providing 
assistance working around personal problems. Therefore, this helps to maximize the distribution of 
fund based on the most benefited assistances. 
 
CONCLUSION 
In conclusion, it is suggested to focus more based on industry group (for example: only food and 
beverage industry) for future research which might provide more information about the manufacturing 
sectors and measuring their performance. In addition, future research should focus on the company 
that established more than five years old. This is due to firms’ age is one of the important 
determinants in influencing how firms behave and grow. It is important for future researcher to 
explore and more detail on non-financial assistance. Essentially, in order evaluating SMEs 
performance, it is more relevant to explore types of assistance by the government. Or else, it is 
recommended to conduct a study on effectiveness of non-financial support to SMEs performance.   
 
By putting all related agencies under one roof, there is an efficient on dividing agencies to a suitable 
needed for financial or non-financial assistance. In addition, it is suitable for people whom really 
expert and practitioner in their area to brainstorm the idea for formulating the best assistance.  
 
Last but not least, in order to success and to be existed in the long run, therefore, SMEs need to be 
seriously put entrepreneurship as their future career through their participation in e-commerce and 
 





related mechanisms. To start the ball rolling, it is suggested that the government should produce a 
program related to entrepreneurship skills from undergraduate (or even primary school) student before 
they graduated. The government should provide tools especially hands-on program that they need to 
have a better chance at success. 
 
Moreover, it is better to provide a special training school for teaching entrepreneurship for anyone 
without bias on ages or education background. However, again, the combination of hands-on, 
absorbing knowledge and implementation cannot be succeed if government still do not make any 
follow-up after giving assistance. It is hope with the combinations of all the above suggestions and 
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